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Health Insurance Market in Washington State:
Current Status and Trends

1.0verview of Washington State
Health Insurance Market




Health Insurance Market in Washington State 2002:
Insured and Uninsured

Total 2002 Enrollment: Population 6,042,577

Uninsured:
648,180
(10.7%)
Insured:
5,394 397
(89.3%)

Sources: Washington State Population Survey, 2002.




Health Insurance Market in Washington State 2002:
Insured As Enrollees by Financial Sources

2,456,797

2,937,600
Insured by Insured By
Public Sources 45.5% Private Sources 54.5%
Basic Health 2..3%
Medicare 13.6% Insurance Carriers 30.7%
Medicaid 13.7% Firm Self-Funded 21.5%
Public Employees 16.0% Other Programs 2.3%

Sources: Washington State HCA, Washington State DSHS, Washington State ESD,
CMS, Private Carriers’ Financial Statements File with Washington State OIC and 5
NAIC, Washington State Population Survey, 2002; MEPS 1999.




Composition of Financial Sources of
Health Care (United States 2001)

Public Sources:

46%
Other P ublic’
1 Other Private®
2%
M edicaid and
SCHIFP
16%
Medicare Private Insurance

17% 35%

Private Sources:

Out-of-pocket 54%,

14%

Source: CMS — Health Accounts, 2001.




Health Insurance Market in Washington State 2002:
Enrollees By Type of Insurance Carriers

Medical & Comprehensive Coverage
Total 2002 Insured: 5,394,397

Firm Self-Insured

1,158,751
21% Private Insurance
Carriers
2,956,747
Public Programs 55%
1,278,899
24%

Sources: Private Carriers’ Financial Statements File with Washington State OIC and
NAIC 2002, Washington State Population Survey, 2002; and WA ES, 2002, MEPS, -
1999.




Health Insurance Market in Washington State 2002:
Insured By Employment Status

2002 Total Employment Based Enrollment:
3,788,275 (70%)

Association

134,337
T

Not Employment
Employment Based Public

Based —  Programs
3,788,275 1,278,899

70% 24%

Individual

. 192,887

Employment 49
Based
1,606,122

Sources: Private Carriers’ Financial Statements
File with Washington State OIC and NAIC 2002, 30%
Washington State Population Survey, 2002; and

WA ES, 2002, MEPS, 1999.




Primary Source of Insurance Coverage
by Age Group, Washington State 2000

1.2
100% 8.3 7~ 10.2

U Uninsured
2 Individual
B Public

80%

BO%

B Employrmsnd

40%

Percent of people

20%

0%

All persons  Age 0-18 Agel19-64  Age B5S
and older

Source: Washington State Planning Grant on Access to Health Insurance 9



Sources of Insurance (and Uninsured) by
Region, 2002
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Basic Health Enrollment

250,000

M K=
200,000 - N'\K

150,000 -

100,000 -

50,000 - l/./._—_.\.\l

O | [ —_— A
1996 1997 1998 1999 2000 2001
—&— Subsidized —m— Child
— — Non-Subsidized —<«— Health Care Workers
—¥— Total

Source: Washington State Health Care Authority, Annual Reports, 1996-2002 11




Reason For Increased Coverage
Washington State 1993 to 2000

1893 1997 1998 2000
Employment-based 70.9 688 68.0 10.7
Public 89 125 134 137
Individual 7.1 7.2 8.4 6.4
Uninsured 13.1 115 103 92

Source: 1993, 1997, RWJF Washington Family Health Insurance Survey; 1998, 2000,
Washington State Population Survey. Data refer to the population under 65.
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Health Insurance Market:
Current Status and Trends

2. Private Carriers’ Market

13



Private Insurance Carriers' Market
Composition by Enrollment (2002)

2002 Enroliment: 2,956,747

M edical /| Comprehensive Coverage

Large Group (a) M edicare Supplement
1,193,743 104,294

41% 39, Basic Health
201483
7%

Small Group
361,207
12% PEBB
T 159,112
\ 5%
WSHIP Fed. Employees
2 532 M edicaid M edicare 215976
0% 412,652 128,176 7%
14% 4%

Individual
192,887
6%

Source: 2002 Financial Statements Filed with Washington OIC and NAIC;
WSHIP 2002
(a) Large Group includes associations
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Private Insurance Carriers' Market Composition by
Expenditure (2002)

2002 Total Expenditure: $6,977,407,224

Large Group (a) Medicare
$2,797,157,982 Supplement
40% $185,271,564

Basic Health
$331,593,195
5%

3%

Small Group
$820,924,835
12%
Individu
$330,314,670

5%
Vision Only
27,109,249

PEBB
$401,872,180
6%

Fed. Employees
$454,524,587
6%

Medicare

Medicaid
0%  Dental Only WSHIP \_g55 846,300 864’3233’625
(0]

111,398,179 ¢15 623 627 9%
2% 0%

Source: 2002 Financial Statements Filed with Washington OIC and NAIC;
WSHIP 2002

(a) Large Group includes associations S




Top 10 Private Insurance Carriers
In Washington State, 2002

K - 900,000
1801 M & 3 Premium | 800.000
1,600 - 0’3\ -~ 700,000

¥ —=— Enrollment | . 600,000
-~ 500,000
-- 400,000
-- 300,000
-~ 200,000
-- 100,000
0

Premium: Millions

Enrollment

1
Source: Private Carriers’ Financial Statements Filed with Washington State OIC and NAICQ,.



Market Share of Largest Four Private Health Care
Carriers in Washington State

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Year

Source: 2002 Financial Statements Filed with Washington OIC and NAIC
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Private Health Care Insurance Market Segment

Large Group (2002)

2002 Total Enroliment: 1,193,743
4 Large Carriers’ Share: 87%
(Total Premium: $2,783 Million)

Others
13% Premera Blue
Group Health Cross
Options Inc 39%
10%
Group Hith
Cooperative
14% Regence Blue
Shield
24%

Source: 2002 Financial Statements Filed with Washington OIC and NAIC .




Private Health Care Insurance Market Segment:

Individual (2002)

2002 Total Enroliment: 192,887
4 Large Carriers’ Share: 93%
(Premium: $330 Million)

dividual
Group Hith Others Regence Blue
Cooperative 7% Shield
14% 32%

LifeWise
Health Plan of
WA Premera Blue
13% Cross

34%

Source: 2002 Financial Statements Filed with Washington OIC and NAIC 1o




Private Health Care Insurance Market Segment

(2002)

2002 Total Enroliment: 361,429
4 Large Carriers’ Share: 85%
(Total Premium: $810 Million)

RegenceCare Others Regence Blue

0 15% Shield
% 44%

Group Health
Options Inc
3%

Premera Blue
Cross
35%

Source: 2002 Financial Statements Filed with Washington OIC and NAIC 20




Private Health Care Insurance Market

Individual, Groups, BH & PEBB (2002)

2002 Total Enroliment: 2,108,654
4 Large Carriers’ Share: 81%
(Total Premium: $4,682 Million)

Individuals, groups,

BH & PEBB
Other Premera Blue
19% Cross
Group Health 34%

Options Inc
7%

Group Hith Regence Blue
Cooperative Shield
14% 26%

Source: 2002 Financial Statements Filed with Washington OIC and NAIC o



Premium Earned and Benefit Paid, 1992 — 2001

Licensed Health Insurance Carriers in Washington State

8,000
7 000 —e— Premium Earned

—m— Benefit Paid

6,000 -

Millions

5,000 -
4,000 -
3,000 -
2,000 -
1,000 -

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Source: Washington State Office of Insurance Commissioner Annual

Reports, 1992 - 2001 =




Large Group Rate Change: Average Vs. Range

120%

M
100% - A Max

Max

80%
60% - et

40% -

o Average Average Average Average
-

0% J

Min

-20% - n Min Min
2000 2001 2002 2003

Year

-40%

Source: Private carriers’ rates filed with Washington State

Office of Insurance Commissioner -




Benefit Paid by Private Insurance Carriers
Washington State

Other Medical

Emergency Room Service :
Incentive Pool

Service 5%
| 5 - \ / 0.1%
Outside \
References
8.9%

Other Professional

Services
17.8% Physician/Hospital
Services
66.0%

Source: NAIC Database:2001 Financial Statements 24



Average Health Insurance Premiums Growth:
United States

Increases In

Health Insurance Premiums
(Firms of All Size)

12. 7%

% Increase from Prior Year

1993 1995 1996 1998 1999 2000 2001 2002

Sowce "Traciong Health Care Costs " Cenlar Tor Studying Health Sysbem
Change, Saplt DO




Average Rate Growth:

Small Group Market (Washington State)

20%

18%
16% -
14% -
12% -

10%

8% -
6% -
4% -
2% -

0%

0 0
@ Requested m Approved 15'21{‘1’_501/05-7/" 15-6%02_2%
12.2%10.6%
. 10.3%
16.1%  7.0% 84% 19,
6.1% O6.7%
1997 1998 1999 2000 2001 2002 2003

Source: Private carriers’ rates filed with Washington State Office of Insurance
Commissioner
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Average Rate Growth:
Individual Market (Washington State)

30%
23.6%
o5, | m Requested m Accepted 23 6%
19.2% 0 19.6%
20% 18.2%18'44)8_4% 19.6%

15% -

10% -

5% -

0% -

1997 1998 1999 2000 2001 2002 2003

Source: Private carriers’ rates filed with Washington State Office of
Insurance Commissioner




Enrollment in Washington State Health
Insurance (High Risk Pool)

5,000

4,000

3,000
""

2,000

1,000
EI T ] T T ¥ ) T 1 | T ] Ll
$ 2 % 8 2 88 8 8 8 § 8 8

Source: Washington State Planning Grant on Access to Health Insurance, 2002
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Trend of HCSC and HMO Market Shares

100.0%
E HCSC B HMO
80.0% - P A
o\o o\ cg\° A
S & S
(-OQO\O 0\0 0\0 Co'{)\o ©
60.0% D
N o\o o\o A
VQO\ &1/ &I/ "bo‘?\ o\o
40.0% | (g P (S [ [ e
> (©)} o\o
Vv (153\0 g
20.0% -
0.0% I I I I I l l l I
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Year

Source: Annual Reports, 1992-2001, Washington State Office of Insurance Commissioner
HCSC = Health Care Service Contractor; HMO = Health Maintenance Organization 29




Health Insurance Market:
Current Status and Trends

3. Profile of Insured and Uninsured
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Percent of Washington Employees Offered
Health Insurance Coverage

by Industry of Employment

Government

Transp./Commun./Other
Litils.

Mining/Manufacturning

Professional Services

Wholesale Trade

Finance/lnsurance/Real
Estate

Construction

Other Services

Retail Trade

85.5%
83.2%
83.1%
73.5%
69.3%
60.2%
46.1%
42.9%
42.7%

Source: Robert Wood Johnson Foundation Employer Survey, 1997
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Profile of Uninsured:
Uninsured By Firm Size

35.0%

30.0% -

25.0%
20.0%
15.0%
10.0%
5.0%
0.0%

28.6%
24.2%
20.8%
17.8%
14.4%

11.3% 11.2%
<10 10-24 25-99 100 - 500 - 1000 - 5000 +

499 999 4999

Source: Lewin Group estimates using Health Benefits Simulation Model
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Percentage of Uninsured Adults with Access to
Affordable Insurance

100%

86.3%

80%

60%

40%

20%

0%
All Uninsured Income <200% Income >200%
FPL FPL

Source: Washington State Planning Grant on Access to Health Insurance, 2002 33




Percent Uninsured by Age, 2000

18% 16.5

16%
14%

¥ Observed

B Adjusted for
other factors

P .
L
= =

7.7

oo
==

Parcent uninsured

6%
4%
2%
0%

Under 19 19-34 35-54 55-64

Age of individual

Source: Washington State Population Survey, 2000. Statistical adjustments
are for health status, region, race/ethnicity, age, education, citizenship, and

: _ 34
number of workers in a family.




Distribution of the Uninsured by Number
of Workers in the Family, 2000

20%
18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

“ercent Uninsured

18.5

m Observed

B Adjusted for
11.8 11.5 other factors

None One Two or more

Number of workers in family

Source: Washington State Population Survey, 2000. Statistical adjustments
are for health status, region, race/ethnicity, age, education, citizenship, and
number of workers in a family.
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Percent Uninsured by Family Income,
Observed and Adjusted, 2000

25%

22.2 O Observed

h
=
S

Adjusted for
other factors

Percent uninsurec

0%
At or Below  101-200% 201-300%  301-400%  Over 400%
100% FPL FPL

Family income as a percent of poverty level

Source: Washington State Population Survey, 2000. Statistical adjustments
are for health status, region, race/ethnicity, age, education, citizenship, and
number of workers in a family.
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Uninsured Washingtonians Under Age 65
By Employment Status

Eligible for
Employer Employer
Coverage Not Coverilge
Available 17.5%
23.1%
Unemployed or
Self-Employed Not In Labor
34.8% Force
24.6%
Source: 2000 Washington State Population Survey (Data refer to the population 37

Under 65)



Reason Person Does Not Have Health
Insurance

2002 Total uninsured: 648,180,
10.7% of Total Population in Washington State

CAN'T

AFFORD/COSTLY i

NOT PRVDD/PAID BY

EMP 8'2

Reasons

LOST JOB/BENEFITS

All OTHER REASONS 15.5

0 20 40 60 80
Percent

Source: Washington State Population Survey 2002




: GAO, 2001.

Source

Uninsurance Rate
m Higher Than U.5. Average (13
Sa

Rate of People Not Having Health Insurance:
Washington State Versus Other States




Health Insurance Market in Washington State:
Current Status and Trends

4. Health Spending & Insurance Premiums
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Medical Expenditure By Age Group

40

Expenses ($1000)

207

- 200

Maximum

119 126

CK<37

109

- 150

53
Average

3 ) » Q) ™ ) 13 ) 3 %) 13 ) 3
N o N N v v > > M > o s ©
AR, AR, <A SO I A A
Age Group

Source: MEPS, 1999

- 100

- 90

41
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Trends of Health Insurance Premium

Employee Share
35%
—e— Single Premium
30% -
i —m— Family Premium
O 25% -
©
L
D 20% -
@
=
o 15% -
a
E 0%
5%
0%

1996 1997 1998

Year

Source: MEPS/IC 2000 (Washington State Data)

1999

2000
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Health Expenditure Growth 1991-1998

(Selected States)

9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

6.0%

7.0%

4.1%

4.8%

6.0%

4.9%

6.8%

5.3%

4.6%

5.3%

6.2%

5.7%

7.3%

5.8%

8.1%

Source: Centers for Medicare & Medicaid Services, Office of the Actuary,
National Health Statistics Group

7.3%
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Average Annual Premium Cost Per Active
Employee in Firms with Over 500 Employees

$4,700

$4,500

54,300 34 256

$4,100

$3,900

$3,700
$3,500 . . . : . :
1994 1995 1996 1997 1998 1999 2000

Source: Foster Higgins and William M. Mercer Surveys 44




Employee Share of Health Insurance Premium
Washington Versus USA

45.00%
40.00% All Firms Firms with Less Firms with 50
' Than 50 Employees or more employees

35.00% -
30% 29% 30%
30.00% - 28%

25.00% - 2% 23%
20.00% - 17% - 18%
15.00% | o, 1%
10.00% - 8ito

5.00% -
0.00%

Single Family Single Family Single Family
Premium Premium Premium Premium Premium Premium

O WA B US

Source: MEPS/IC 2000 »




Private Sector Insured By Firm Size

Thousands

1,600

1,400 -
1,200 -
1,000 -
800 -
600 -
400 -
200 -

100%

70%

56%

45%

100%
99%

74%
65%

Firms With 50 or
less Employees

Firms With 50 or
More Employees

Source: MEPS-IC, 2000 (Washington State Data)

O Total Private
Sector
Employees

B Employees
of Firms
Offering
Health

Insurance
0O Employee

Eligible For
Health
Insurance

O Employees
Enrolled
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Relationship Between Premiums and

Number of Mandates
56500
E MNJ NY cT
8
= NH VA
o S6000 -
>, DE WY FL
E M1 TNy
0
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B wilZ_NEOR LAUT ca
= AL &R GA VA
7 X wo
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3 85000 - HI ™ D
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NM AR
$4500

D 5 10 15 20 25 a0 35 40 45 50
Number of Mandates

Source: Minnesota Department of Health, 2001




Products offered by Washington Large Employer
(500+) and Products Accepted by Their Employees

100%

80%

60%

40%

20%

0%

PPO HMO POS Indemnity

mm Employers Offering  =O=Employees Enrolled

Source: 2001 Mercer/Foster Higgins Mational Survey of Employer-Sponsored Health Plans
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Percentage of Firms Offering Retiree Health

Benefits, 19882001

Percent

66%

70 -
6o 41 All
Small
50 -
Firms
40 | (3-199
Workers
30 -
20 -
10 -
3%
o | I
2001

1988

46%

1991

36%

1993

All Large Firms
(200+ Workers)

40%
37%

34%

1995 2000

2001

34%

2002
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Uncompensated Hospital Care as a Percentage
of Gross Patient Revenues in Washington State

2.5%

2.0% -

1.5%

1.0%

0.5% I

0.0% , , ‘ ‘ , , . : ‘ ‘

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Calendar Year

Source: Washington State Department of Health, 2003
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Cumulative Growth in Per Enrollee Payments for
Comparable Services, Medicare and Private Insurers

1970-2000

1750

Privote insurers

19-1% awerage
anmaal grovwth

1250

10

Medicare
B.6% average
annuxl growsth

Growth |ndex

1970 1980 1580 2000

Note: Comparable services include hospital care, physician and clinical services, durable
medical equipment, and other professional services.

Source: C. Boccuti and M. Moon, “Comparing Medicare and Private Insurers: Growth
Rates in Spending Over Three Decades,” Health Affairs 22 (March/April 2003): 230-37. °
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